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KEY ECONOMIC INDICATORS: ZAIRE 


All values in million US $ Exchange rate 
unless otherwise stated. US $ = .50 zaires 
% Change 
June % Change Annual Rate 
1970 1971 1972 1970-71 1971-6/ 72 

Gross Domestic Product 
(in current prices 2,051 2,140 2,208 (e) + 4.3 + 6.4 
(in constant 1968 prices) 1,741 1,822 1,860 (e) + 4.6 + 255 

Balance of Payments 
(Deficit) - 20 - 130 - 73 +650 + 12.3 

Balance of Trade (surplus) + 247 > 39 + 6 - 76.2 - 79.7 
Exports (fob) 795 687 338 - 13.7 - 1.7 
Imports (cif) 548 627 332 + 14.4 ee 

Gold and Foreign Exchange 
Reserves (end of period) 221 165 139 - 25.4 - 31.6 

Public Debt Outstanding 
Domestic 217 284 310 (e) + 30.9 + 18.3 
Foreign 295 240 (e) 265 (e) ~ 38,7 + 20.8 

Money Supp1} 3 3 429 - ae + 27.4 

Consumer Price Index a. o. 0.6 + od ¥ ° 
(1968=100) 

Governmen ge eficit) - - - 4 + ~ ° 
Receipts 630 577 300 - 8,5 * 4,8 
Expenditures 653 695 343 + 6.4 wo BS 

Production Indices 
minerals (1966=100) 117.3 423.5 127.5 + 3.4 + 9,8 
agricultural exports 

(1966=100) 154.4 163.7 152.3 + 6.0 - 14.0 
manufacturing (1968=100) 134.3 142.2 N/A + 8.9 N/A 

Production 
Copper (000 MT) 387 407 212 + Sen + 4.3 
Cobalt (000 MT) 13.9 14.5 7.0 + 4.0 - 4.8 
Diamonds (million carats) 14.0 13.2 7.0(e)} - 5.8 + 6,0 
Zinc (000 MT) 104 109 57 + 4.6 + Soe 
Tin (000 MT) 6.4 6.0 2.9 a: '§.3 - 4,3 
Manganese (000 MT) 347 329 185 - 5.2 * 223.7 
Coffee (exports, 000 MT) 60 71 31 + 19.2 - 13.5 
Rubber (exports, 000 MT) 31 40 21 + 26.8 +. Fs 
Cotton (exports, 000 MT) 18 19 N/A -~ 12.0 N/A 
Palm Oil (exports, 000 MT) 224 212 102 a 3.9 ~ | Seo 
Refined Petroleum (000 MT) 635 641 325 + 9 e: 2s 
Electricity (000 KWH) 3,152 3,437 1,630 (e) + 9.0 =~. See 


MT = metric tons 
(e) = estimate based on partial information 





REPUBLIC OF THE ZAIRE 


SUMMARY 


At the end of the third quarter of 1972, indications are 
that the economy is advancing in all areas and the required 
adjustments are being made after a return to lower copper 
prices. Investment is increasing in all sectors, mineral 
output is up, most commercial agricultural crops are larger, 
and manufacturing and industry continue to advance. During 
the last six months, the government of the Zaire has taken 
a variety of measures to reduce its budgetary deficit, stem 
the increasing deficit in the balance of payments, root out 
corruption, reduce inflation, and promote foreign investment. 
More realistic approaches are being taken to future commit- 
ments and expenditures, and economic growth for the year 
will be a strong 4 - 5%. 


Implications for American investment and trade are good, 
as many of the government measures mentioned above tend to 
favor new channels of trade and new suppliers. Although 
there are difficulties in investing in, or exporting to, 
the Zaire, the outlook at this time is favorable. 








A. CURRENT ECONOMIC SITUATION AND TRENDS 


While statistical indicators available for the first half 
of 1972 are incomplete, indications are that the gross 
domestic product is growing at an annual rate of four to 
five percent, inflation has been at an annual rate of 4%, 
exports are running at a rate of $680 million per year, and 
the balance of payments deficit will be on the order of 
$150 million for the year. 


Copper production, the cornerstone of the Zaire's economy, 
has been increasing steadily and should be about 430,000 MT 
for 1972 compared to 407,000 MT in 1971 and 387,000 MT in 
1970. More important, in the short run, than the rising 
quantity of production is that the price of copper, which 
has been falling for two years, has stabilized in the 50 

to 52¢/lb. range. Government officials seem to be recon- 
ciled to the fact that prices are not going to return to 
the unrealistically high levels of the 1969-1970 period. 
This price stabilization has meant that copper-related 
revenue will rise for the year to about $470 million compared 
to $430 million in 1971 and $543 million in 1970. In ad- 
dition to Gecamines' increased output, the SODIMIZA mining 
group will be exporting by the end of the year; its concen- 
trator is already in operation. If production schedules are 
met, the Zaire's copper output should be on the order of 
800,000 MT/year by the end of the decade. Large deposits 
of 3 - 4% copper have been discovered in each of the three 
major concession areas, with some deposits having a copper 
content of over 6%, so operations should be profitable both 
for the country and the companies. 


Other mining activities have been holding their own during 
the year, with most prices and production at about the same 
levels as last year. Diamond production should be 14 million 
carats for the year. First half production figures for 
cobalt, tin, zinc, silver, and gold show levels about the 
same as last year, while manganese production is up about 
13%. 


Commercial agricultural production in 1972 has been at 
about the same quantitative level as 1971, with increases 
in coffee, tea and cotton and decreases in palm oil and 
rubber. International price fluctuations and domestic 
regulations have been the biggest agricultural developments 





during the year with cotton and coffee exports (whose 

world prices have risen) now being channelled through 
parastatal exporting organizations. Rubber and palm oil 
prices have weakened, and domestic producers are closing 
some plantations where rising overhead and labor costs have 
made operations unprofitable. 


The manufacturing and light-industry sector is moving ahead 
with many new investments, primarily in the Kinshasa/Bas- 
Zaire area. Industries with new investments include 
construction and housing materials, tires, automobile and 
truck assembly, secondary copper products, bottling, food 
processing, and brewing. Administrative and start-up 
problems have slowed many new investments, so that develop- 
ments have not been as widespread as previewed in the 
beginning of the year. Several government actions, parti- 
cularly Circular 139 (see below) and President Mobutu's 
speech of July 30, have also caused potential investors 

to move more cautiously in recent months. 


Commercial retail and particularly import businesses have 
had a difficult year as government actions aimed at re- 
ducing inflation and combatting the drain of foreign 
exchange have in many cases reduced their margins, made 
procurement more difficult, and forced them to alter their 
business practices. 


Foreign aid of all types has increased during 1972 with 
most of the emphasis on the rehabilitation of the road 
system. The new parastatal Office des Routes was the major 
recipient of funds with $36 million committed by Canada, 
France, the United States, the UN, and the IBRD. Other 
areas of economic assistance include agriculture, civil 
aviation, government administration, and education. 


The darkest cloud on the economic horizon for the year is 
the declining surplus on the balance of trade. Since the 
monetary reforms of 1967, the Zaire has always had a sur- 
plus on the balance of trade. This surplus (due primarily 
to copper exports) helped offset the perpetual deficit 

on the services and transfer account. After trade sur- 
pluses of $211 million and $246 million in 1969 and 1970, 
the surplus dropped to $59 million in 1971 and was only 

$6 million at the end of the first half of 1972. The 








result of this reduction in the balance of trade has been 

an increased deficit in the balance of payments, which in 
turn has resulted in increased foreign indebtedness. The 
surplus of $55 million in the balance of payments for 1969 
turned into a deficit of $20 million in 1970 and increased 

to $130 million in 1971. The first half of 1972 sawa 
deficit of $72 million. These deficits have been partially 
met by foreign borrowings of $185 million since the beginning 
of 1971. 


During 1972, the government has taken several actions aimed 
at reducing the balance of payment deficit, and increasing 
the foreign-exchange reserves of the country. So far, the 
actions have resulted only in a deceleration in the growth 
of the deficit and not a complete turn around. In addition, 
the government has moved to reduce corrupt practices in 
both the public and private sectors, to reduce inflation, 
and has made some major efforts at public investment. 


Prices moved up more slowly in 1972 than in 1971, store 
prices rising 9.7% to the end of August, while market 
prices rose only 2.3%. The higher store prices are due 
primarily to higher tariffs on imported goods and shortages 
due to import restrictions. Credit has continued to be 
tight, although some restrictions were loosened for 
agricultural loans. In general, the government's anti- 
inflationary bias coupled with budgetary deficits points 

to continued tight domestic credit. 


In a bid to reduce prices, eliminate corrupt practices, 
and reduce the balance-of-payments deficit at the same 
time, National Bank Circular 139 was issued, its most 
controversial provision limiting the price of imports to 
three percent less than the lowest price of 1971. Price 
controls were put into effect at mid-year to reduce the 
price of food products. Other measures taken to reduce 
the foreign exchange drain include higher tariffs for 
luxury-type imports, a temporary import surcharge, and 
National Bank Circular 140, which was designed to eliminate 
illegal currency transactions. 


Several large government investment projects are underway, 
some of which will substantially boost development. Inga I 
will be producing electricity for Kinshasa and the Bas Zaire 
before the end of the year. Bids are being taken on Inga II 





and an Inga/Shaba transmission line to supply electricity 
to the copper industry. A steel mill and industrial park 
are being developed on the outskirts of Kinshasa. A new 
Bakajika Law has been issued that will recapture under- 
developed land resources for the State and make them 
available for fresh development schemes. 


On the negative side, some of the actions to eliminate cor- 
ruption and reduce imports have had the effect of upsetting 
some potential investors and local expatriates. 


B. IMPLICATIONS FOR UNITED STATES 


Although the Zairian economy is not so dynamic as it was 
during the past three years, Opportunities for US business 
are plentiful. Monetarily, the Zaire has tied’ its 
currency to the dollar, so that parity fluctuations have 
favored US prices over those of European suppliers. The 
United States remains one of the Zaire's closest western 
friend and an important trading partner. Americans have 

a reputation for honest, straightforward dealing and 
American industry is recognized as the leader in technology 
and efficient management. 


The investment climate has been dampened from the exuberant 
expectations of 1970 and early 1971 by the more modest price 
of copper and concommitant budget stringencies. Moreover, 
enthusiasm has been somewhat cooled by the temporary sus- 
pension for a short time of the previously inviolable 
Investment Code, by the recent quarrel with Belgium, and 

by National Bank Circular 139. The latter was aimed pri- 
marily at stopping triangular trade at inflated invoices and 
secondarily at trying to control rising prices of imports. 
However, in all but agricultural and small-time commercial 
enterprises, the outlook for foreign and particularly 
American investment is good. The Government has recently 
inaugurated an Office for the Promotion of Investments, 
which is responsible for assisting prospective investors 

in making the proper contacts within the Government. The 
Office will review investment proposals to assist investors 
in preparing projects that will meet with the approval of 
the Investment Commission. 


The outlook for American exporters is better than it has 
been in the recent past for the several reasons mentioned 
above. The Government's attempts to eliminate "triangular" 





trade and to reduce corruption in the private and public 
sectors have perforce been directed against established 
firms and established trading patterns. There is an active 
policy on the part of the Government to reorient its pro- 
curement away from Europe and toward the United States. 
Parastatal organizations have been ordered to seek U.S. 
suppliers and to make price and quality, rather than 
familiarity and tradition,their criteria for procurement. 
These moves will favor US companies that wish to make the 
effort to enter this market. 


There are still problems involved in entering the market, 
one of the most serious being the lack of qualified agents 
and distributors. Most trading companies are branches of 
European firms, who favor the traditional lines of supply 
and who already have so many lines that they cannot be 
expected to give any dynamic effort to new ones. Since 
there are not yet many Zairian entrepreneurs, US firms 

would be well advised to consider establishing their own 
distribution facilities here, either individually or in a 
group of related lines. Several companies who cannot afford 
the expense have had success through representatives resident 
in Abidjan or Nairobi who visit the Zaire frequently. 


Although one should not underestimate the difficulties, 

with the currency realignments, the stated Government policy 
favoring diversification away from European suppliers and 
toward the United States, and the vast economic potential 

of this country, the Zaire warrants further penetration by 
US firms. 
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